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property, unless the mortgaged prop-
erty is more than 200 miles from the
mortgagee, its servicer, or a branch of-
fice of either, or it is known that the
mortgagor is not residing in the mort-
gaged property.

(e)(1) For mortgages insured pursu-
ant to section 248 of the National Hous-
ing Act, the provisions of paragraphs
(b), (¢) and (d) of this section are appli-
cable, except that a face-to-face meet-
ing with the mortgagor is required, and
a reasonable effort to arrange such a
meeting shall include at least one trip
to see the mortgagor at the mortgaged
property, notwithstanding that such
property is more than 200 miles from
the mortgagee, its servicer, or a branch
office of either. In addition, the mort-
gagee must document that it has made
at least one telephone call to the mort-
gagor for the purpose of trying to ar-
range a face-to-face interview. The
mortgagee may appoint an agent to
perform its responsibilities under this
paragraph.

(2) The mortgagee must also:

(i) Inform the mortgagor that HUD
will make information regarding the
status and payment history of the
mortgagor’s loan available to local
credit bureaus and prospective credi-
tors;

(ii) Inform the mortgagor of other
available assistance, if any;

(iii) Inform the mortgagor of the
names and addresses of HUD officials
to whom further communications may
be addressed.

(Approved by the Office of Management and
Budget under control number 2502-0340)

[41 FR 49736, Nov. 10, 1976, as amended at 51
FR 21873, June 16, 1986; 52 FR 48202, Dec. 21,
1987; 53 FR 9869, Mar. 28, 1988; 61 FR 35019,
July 3, 1996; 61 FR 36266, July 9, 1996]

§203.605 Loss mitigation performance.

(a) Duty to mitigate. Before four full
monthly installments due on the mort-
gage have become unpaid, the mort-
gagee shall evaluate on a monthly
basis all of the loss mitigation tech-
niques provided at §203.501 to deter-
mine which is appropriate. Based upon
such evaluations, the mortgagee shall
take the appropriate loss mitigation
action. Documentation must be main-
tained for the initial and all subse-
quent evaluations and resulting loss

§203.605

mitigation actions. Should a claim for
mortgage insurance benefits later be
filed, the mortgagee shall maintain
this documentation in the claim review
file under the requirements of
§203.365(c).

(b) Assessment of mortgagee’s loss miti-
gation performance. (1) HUD will meas-
ure and advise mortgagees of their loss
mitigation performance through the
Tier Ranking System (TRS). Under the
TRS, HUD will analyze each mortga-
gee’s loss mitigation efforts portfolio-
wide on a quarterly basis, based on 12
months of performance, by computing
ratios involving loss mitigation at-
tempts, defaults, and claims. Based on
the ratios, HUD will group mortgagees
in four tiers (Tiers 1, 2, 3, and 4), with
Tier 1 representing the highest or best
ranking mortgagees and Tier 4 rep-
resenting the lowest or least satisfac-
tory ranking mortgagees. The precise
methodology for calculating the TRS
ratios and for determining the tier
stratification (or cutoff points) will be
provided through FEDERAL REGISTER
notice. Notice of future TRS method-
ology or stratification changes will be
published in the FEDERAL REGISTER
and will provide a 30-day public com-
ment period.

(2) Before HUD issues each quarterly
TRS notice, HUD will review the num-
ber of claims paid to the mortgagee. If
HUD determines that the lender’s low
TRS score is the result of a small num-
ber of defaults or a small number of
foreclosure claims, or both, as defined
by notice, HUD may determine not to
designate the mortgagee as Tier 3 or
Tier 4, and the mortgagee will remain
unranked.

(3) Within 30 calendar days after the
date of the TRS notice, a mortgagee
that scored in Tier 4 may appeal its
ranking to the Deputy Assistant Sec-
retary for Single Family or the Deputy
Assistant Secretary’s designee and re-
quest an informal HUD conference. The
only basis for appeal by the Tier 4
mortgagee is disagreement with the
data used by HUD to calculate the
mortgagee’s ranking. If HUD deter-
mines that the mortgagee’s Tier 4
ranking was based on incorrect or in-
complete data, the mortgagee’s per-
formance will be recalculated and the
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§203.606

mortgagee will receive a corrected tier
ranking score.

(c) Assessment of civil money penalty. A
mortgagee that is found to have failed
to engage in loss mitigation as re-
quired under paragraph (a) of this sec-
tion shall be liable for a civil money
penalty as provided in §30.35(c) of this
title.

[70 FR 21578, Apr. 26, 2005]

§203.606 Pre-foreclosure review.

(a) Before initiating foreclosure, the
mortgagee must ensure that all serv-
icing requirements of this subpart have
been met. The mortgagee may not
commence foreclosure for a monetary
default unless at least three full
monthly installments due under the
mortgage are unpaid after application
of any partial payments that may have
been accepted but not yet applied to
the mortgage account. In addition,
prior to initiating any action required
by law to foreclose the mortgage, the
mortgagee shall notify the mortgagor
in a format prescribed by the Secretary
that the mortgagor is in default and
the mortgagee intends to foreclose un-
less the mortgagor cures the default.

(b) If the mortgagee determines that
any of the following conditions has
been met, the mortgagee may initiate
foreclosure without the delay in fore-
closure required by paragraph (a) of
this section:

(1) The mortgaged property has been
abandoned, or has been vacant for more
than 60 days.

(2) The mortgagor, after being clearly
advised of the options available for re-
lief, has clearly stated in writing that
he or she has no intention of fulfilling
his or her obligation under the mort-
gage.

(3) The mortgaged property is not the
mortgagor’s principal residence and it
is occupied by tenants who are paying
rent, but the rental income is not being
applied to the mortgage debt.

(4) The property is owned by a cor-
poration or partnership.

[62 FR 6915, Mar. 5, 1987, as amended at 61 FR
35020, July 3, 1996]
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§203.608 Reinstatement.

The mortgagee shall permit rein-
statement of a mortgage, even after
the institution of foreclosure pro-
ceedings, if the mortgagor tenders in a
lump sum all amounts required to
bring the account current, including
foreclosure costs and reasonable attor-
ney’s fees and expenses properly associ-
ated with the foreclosure action, un-
less: (a) The mortgagee has accepted
reinstatement after the institution of
foreclosure proceedings within two
years immediately preceding the com-
mencement of the current foreclosure
action, (b) reinstatement will preclude
foreclosure following a subsequent de-
fault, or (c) reinstatement will ad-
versely affect the priority of the mort-
gage lien.

§203.610 Relief for mortgagor in mili-
tary service.

The mortgagee shall specifically give
consideration to affording the mort-
gagor the benefit of relief authorized
by §§203.345 and 203.346, if the mort-
gagor is person in the military service as
that term is defined in the Soldiers and
Sailors Civil Relief Act of 1940, as
amended.

§203.614 Special forbearance.

If the mortgagee finds that a default
is due to circumstances beyond the
mortgagor’s control, as defined by
HUD, the mortgagee may grant special
forbearance relief to the mortgagor in
accordance with the conditions pre-
scribed by HUD.

[61 FR 35020, July 3, 1996]

§203.616 Mortgage modification.

The mortgagee may modify a mort-
gage for the purpose of changing the
amortization provisions by recasting
the total unpaid amount due for a term
not exceeding 360 months. The mort-
gagee must notify HUD of such modi-
fication in a format prescribed by HUD
within 30 days of the execution of the
modification agreement.

[62 FR 60130, Nov. 6, 1997]
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